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2024 · SHOULD I ROLL OVER MY DORMANT TRADITIONAL 401(K)?

After reviewing your 
Summary Plan Description 

and investment options, 
are you satisfied that your 
plan is well-managed and 

meeting your needs?

NoYes

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider leaving your 
account where it is, but 
be mindful of automatic 

distribution rules that 
may apply (if your 

balance is under $5,000).

Rollover to an IRA.
Distributions from an IRA 

are taxable as ordinary 
income and may be subject 

to a 10% penalty.

Now consider if any of 
these scenarios might 

apply to your situation:

Now consider if any of 
these scenarios might 

apply to your situation:

Consider rolling the 401(k) 
into an active 401(k) that 

allows for loans.

Take a loan. Loans are not 
available from dormant 

401(k) accounts.

Consider rolling the 
company stock into a 

taxable brokerage account 
to minimize taxes.

You will pay ordinary 
income tax on the basis of 

the shares (and a 10% 
penalty, unless an 
exception applies).

Your account holds 
company stock. There may 

be special tax benefits 
utilizing Net Unrealized 
Appreciation options.

You have a 401(k) loan.
If rolled over, the balance of 

the loan should be repaid 
by the due date of your tax 
return for the year you left 
your employer (including 

extensions).
You want the option to 

contribute to this account 
in the future.

You can only contribute 
to an active 401(k) 

account.

Distributions from a 401(k) 
or IRA are taxable as 

ordinary income but there 
is no 10% penalty.

You are over the age of 
59.5 and want income.

You could simplify the 
process by consolidating 

401(k)s and IRAs.

You are younger than 59.5 
and want income.

1) You left your employer at 
the age of 55 or older. 2) 

You are age 50 or older, and 
you are a qualified public 

safety employee (including 
state/local correctional 
officers, private sector 
firefighters, or forensic 

security employees). 3) You 
are under the age of 50 but 
are a qualified public safety 
employee with 25+ years of 

service for a single 
employer.

Consider leaving the assets 
at the 401(k) as you may 
qualify for a “separation 

from service” distribution.

Distributions are taxable 
as ordinary income but 
there is no 10% penalty.

Consider rolling the 401(k) 
into an active 401(k) account 

that allows for hardship 
withdrawals.

Hardship withdrawal. This 
feature is only available if 
rolled into an active 401(k) 
account and only applies to 

qualifying expenses.

Distributions are taxable 
as ordinary income and 
may be subject to a 10% 

penalty (unless an 
exception applies).

Consider making this 
election if allowed under 
your plan, or rolling the 

401(k) into an IRA to make 
the election.

Substantially Equal
Periodic Payments. You 
may be able to elect a 

series of withdrawals from 
your 401(k).

Distributions are taxable as 
ordinary income but there 

is no 10% penalty.

None applies.

Consider these four options:

START HERE
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Dream It. Plan It. Live It.™

The information provided herein was obtained from sources believed to be reliable and is believed to be accurate as of the time
presented, but is without any express or implied warranties of any kind. Clarity Wealth does not warrant that the information is
free from error.
 
The information provided herein is not advice specific to you or your circumstances but is instead general tips and education. None
of the information provided herein is intended as investment, tax or legal advice. Your use of the information is at your sole risk.
Before considering acting on any information provided herein, you should consult with your investment, tax or legal advisor.
 
Under no circumstances shall Clarity Wealth be liable for any direct, indirect, special or consequential damages that result from
your use of, or your inability to use, the information provided herein. This information is not intended as a recommendation, offer
or solicitation to buy, hold or sell any financial instrument or investment advisory services.
 
Securities offered through J.W. Cole Financial, Inc. (JWC) Member FINRA/SIPC. Advisory services offered through J.W. Cole Advisors
Inc. (JWCA). Clarity Wealth and JWC are unaffiliated entities.

Team at Clarity Wealth
119 NW 137th Drive, Suite 30 Newberry, FL 32669

cwteam@claritywealthplan.com | (352) 607-2207 | www.claritywealthplan.com


